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Prosent Contract:

O
Comtract dated Jamusry 27, 1848 in the total @ Jf oo BocUker the
delivery of six scammers, six recdrders and six printers.

San‘hrmtgg’s Proposal for Axendnolitt

Comtragtor's proposal for amendment dated June 1, 1949 requested con-
werting the eomtract to cost=plussCized-fees contraet and in ths total
spproximmte sun of $185,413, to $nclude the delivery ef six sommners and
six recorders enly, or an inerease of $85,413. Under the somtractor’s
preposal siz printers were to be excluded.

Proposal by OChs
0CD proposes an ndment to the present comtract to cell for a total
of six soapmers and resorders and to excluds the printers, The oon-~

traster has proposed to furnish #his equipment at an additional sum of
$117,000 or a total contraet prise of £217,000.

Pregest Status of Deliverys
CGANNBL
Contrastor has delivered to CIA one %”fm ons recorder.

rmgg Stetus:

The Contrastor has expendsd spproximately $90,000 in sonmection with
this oomtract and hasbeen pald aporoximately $60,000 by CIA,

The following sre genersl points in faver and sgainst affording the con-
traotor relief under his present sontrast as propesed by OCb:

R AGAINST
1. Technicel kmowledgs and ability of the 1. The ocontractor is technieally
sontrastor to produce the eguipment in default under = Signal Corps
roguired. ' sontract although has not been

so declarsd by the Army. Con-
trast is in smount of $280,000
and cortractor has reguewtsd
relief in the total sum of
$100,000 which apparently will
not be graated. Soomer or later
the sgntractor will be declared
in default and guestion of exces
ocost would later be determined
and may invelve litigetion.
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- EHTER TR EELEHS

Less expensive production p¥rvided 2., The cm& ll '.;.::
overhead rate of contractor can be defaul et % of
reduced, Air comtract (‘%?frigh ‘iﬁlﬁ) in

the wotal sum of {15,000 under
which the coutractor hm:c elready
axponded {70,000 and is unable to
doeliver, It appears thel a ne-tost
sottlemont with the Alr Foree mey
be possible but no recovery of the
g of 56,000 in excess of the
sontract priee by the contractor
appoars possibla.

Pagter production, 3, Limited fimamaial ability
trector to finance for it
duction.,
Royelty-free license to e granted to 4. Aocounts payable by the contracior
the Government by the conir&tior in in exeess of 245,000 as of 30 ipril
approximately ten patents nes being waich heve not been paid ss of Imy 51,
processed, Possible astion by craditors and
appointment of receiver,
Department of the Tavy completely 5. Relief of defaultmg hrechor
satisfied with production, feohniocal and review by the ﬁemm‘i Acocounting
ability and finencial pesition of the office,

contraetor in connection wifh a classi-
fied Favy contract, the amowrt of which
is unknown.

RPC will continue terms of grosent loan £, Unusuelly high rate of overhead for

in the appreximate amount of 54,000, company of this size which has bean
estimated by the conirmobor at
248%., This fizure subject o he
roduced with inorease in Goverament
and oummereisl business.

Difficulty in ebtaining sno¥ier con~
tractor for the pm&uﬁ‘&ion o this
equipment which may be more cxpensive
than that propesed hy OCD.
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hotiom Lo be taken if comtracte: is declerod in fefauBQIRAGIRIDY s
l, Zotification to the certrastor,

2.

3

Notifiocation %o the General Aeccounting ff@Be lnlAdiBGedUbe®®lo:0nt
by GAC of all aecounts payable pending, in favor of the contrachor
in order to offect seduff of excess cogis.

Purchese of equipment n the open market charging excess cost to
contractorts sccount.

Possible resulf of default Aae‘iﬁn by ClAs

Bankruptey and sale 27 cohiractorts essetc or appointment of resciver
to cperate businees.

Action to be taken if reliel re-uested is ~ranted Lo ocontractor:

l.

2.
3.

4.

Se

Obtain assurances froe Signal Zorps and Alr TForoe that default notion
will not b’g taken by t.em until eorpletion of CIA contract,

Review of contractor¥s overhgad raie to reduce ecst under the anntrasci.
Closer technical supervision by CIlA.

Establishment of speolsl banking acecvat in order Lo expodliie payments
to contrector and closc cocntrcl of use of CIA funds.

Bettling charges of ap roximabtely .20,00C representin; exceptions
tekon by the Army Audi’ Agency,
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